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Critical Tax Theory: Combatting Racial and
Income Inequality in America
Anthony Rychkov*
I. INTRODUCTION
“Critical race theory” holds that racism is not merely the product of
individual bias and prejudices but also something embedded in legal
systems and policies.1 This article will particularly discuss critical race
theory and its effects on U.S. tax policies, something I would like to call
“critical tax theory.” As Benjamin Franklin famously noted, there are only
two things certain in this world—”death and taxes.” Humorously, death and
taxes are also the two things in this world that most people try to avoid!
Since the 1960s, American society has attempted to address various
inequalities facing our nation: racial segregation, gender inequality,
restrictions on marriage, mass incarceration, and income inequality just to
name a few. In a 2013 address focused on economic mobility, President
Obama declared economic inequality to be “the defining challenge of our
time.”2 So, what do taxes have to do with social justice? It is no secret that
systemic racism permeates nearly every part of the fabric of American
society, and unfortunately, the U.S. tax system plays a major role in the
current racial wealth gap and the disparate impacts that follow.

* J.D. Candidate 2023, Seattle University School of Law; B.A., University of Florida. I
would like to thank the Seattle Journal for Social Justice editors for their superb feedback
and edits. I would also like to thank my parents, Claudia and Slava, and Kemley Nieva
for their continuing love, support, and encouragement.
1
Stephen Sawchuk, What is Critical Race Theory, and Why Is It Under Attack?,
EDUCATIONWEEK (May 18, 2021), https://www.edweek.org/leadership/what-is-criticalrace-theory-and-why-is-it-under-attack/2021/05 [https://perma.cc/6FP6-94DY].
2
Barack H. Obama, former U.S. President, Remarks by the President on Economic
Mobility (Dec. 4, 2013).
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Let us start with the mission statement of our country’s largest tax
collection agency—the Internal Revenue Service (IRS). The IRS aims to
“[p]rovide America’s taxpayers top quality service by helping them
understand and meet their tax responsibilities and enforce the law with
integrity and fairness to all.”3 But several questions remain: are U.S. tax
laws being enforced with integrity and fairness for all? Or is our tax system
just another prime example of systemic racism in American society? This
article will help shed light on how many of our tax laws, by design, actually
further systemic racism.
A. The Disparate Racial Effects of Taxation
Wealthier white families “enjoy systemic advantages that have
positioned them to build their generational wealth.”4 The disproportionate
fiscal property tax burden on minority populations set by property tax
assessors continues to persist today for people of color through lower
homeownership rates, reduced wealth accumulation, and overall fewer
opportunities for economic mobility. Even in a progressive city like Seattle,
Washington, “communities of color remain on the margins” in terms of
homeownership rates.5 For instance, the homeownership rate in 2021 was
50.9% for white people, 25.8% for Black people, 26.5% for Latinx people,
29.2% for Native Americans, and 43.2% for Asian Americans. 6 For
reference, according to the latest U.S. Census data, over 737,000 people

3

The Agency, its Mission and Statutory Authority, INTERNAL REVENUE SERV., (last
updated May 31, 2022), https://www.irs.gov/about-irs/the-agency-its-mission-andstatutory-authority [https://perma.cc/Y6KV-WGLA].
4
Misha Hill et al., Taxes and Racial Equity: An Overview of State and Local Policy
Impacts,
INST.
ON
TAX’N
AND
ECON.
POL’Y
5
(Mar.
2021),
https://itep.sfo2.digitaloceanspaces.com/ITEP_Taxes-and-Racial-Equity-State-andLocal-Policy-Impacts-2.pdf [https://perma.cc/TT4T-5ABY].
5
Racial Wealth Divide in Seattle, PROSPERITY NOW 3 (Mar. 2021),
https://prosperitynow.org/sites/default/files/Racial%20Wealth%20Divide_%20Profile_Se
attle_FINAL_3.2.21.pdf [https://perma.cc/5AJG-PECE].
6
Id. at 12.
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reside in Seattle.7 Like most U.S. cities, Seattle has a long history of racial
discrimination and residential segregation, fostered in large part by
“generations of homeownership and housing issues, actions, and policies
that date to the early 20th century” like redlining and racially restrictive
covenants.8 Redlining was a racially discriminatory housing policy
established by the federal government during the 1930s. 9 Racial restrictive
covenants were deed restrictions that permitted realtors and property
owners to discriminate on the basis of race, often prohibiting the sale or
rental of property to minority populations.10
Taxes play a large role in denying people of color privileges that white
people often enjoy—increased accessibility to public services, higher rates
of homeownership, and thus greater potential for wealth accumulation in
the United States. In a 2017 investigation into the Cook County, Illinois,
Tax Assessor’s Office, documents revealed that the Office gave significant
financial breaks to homeowners in wealthier and largely white communities
while at the same time placing unfair burdens on minority communities in
Chicago.11 The same can be said for many other large U.S. cities, including
Philadelphia, Pennsylvania, and New Orleans, Louisiana.12

7

Quick Facts—Seattle city, Washington, U.S. CENSUS BUREAU (July 1, 2021),
https://www.census.gov/quickfacts/seattlecitywashington
[https://perma.cc/R74H9KRR].
8
Segregated Seattle, UNIV. WASH., THE SEATTLE CIV. RTS. & LAB. HIST. PROJECT,
https://depts.washington.edu/civilr/segregated.htm [https://perma.cc/D58S-VAZJ].
9
DEXTER H. LOCKE ET AL, NPJ URBAN SUSTAINABILITY, RESIDENTIAL HOUSING
SEGREGATION AND URBAN TREE CANOPY IN 37 U.S. CITIES (2021),
https://www.nature.com/articles/s42949-021-00022-0#citeas
[https://perma.cc/59N8WED2].
10
Segregated Seattle - Racial Restrictive Covenants, UNIV. WASH., THE SEATTLE CIV.
RTS. & LAB. HIST. PROJECT, https://depts.washington.edu/civilr/covenants.htm
[https://perma.cc/PH58-923P].
11
Jason Grotto, An Unfair Burden, CHI. TRIB. (June 10, 2017),
https://apps.chicagotribune.com/news/watchdog/cook-county-property-taxdivide/assessments.html [https://perma.cc/DZ9G-2DHJ].
12
Teresa Wiltz, Black Homeowners Pay More Than ‘Fair Share’ in Property Taxes,
PEW RSCH. CTR. (June 25, 2020), https://www.pewtrusts.org/en/research-and-
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B. A Call for Equitable & Progressive Tax Codes
Under the current U.S. tax structure, “the rich get richer, and the poor get
poorer.” However, with time, this can be reversed. The first step in
overcoming this problem is acknowledging that systemic racism exists in
federal tax policy. Due to the many racial inequalities that exist within the
taxation system, Congress should first pass a resolution acknowledging the
negative effects that racism has on both current and future generations of
Americans.
Second, Congress should amend the Internal Revenue Code (IRC) to be
more progressive than it is in its present state by raising existing taxes or
applying new taxes towards wealthy households, thereby reducing the tax
burden on lower-income households of color; providing greater tax credits
to households at lower income levels to combat regressive taxes like the
retail sales tax; and removing deductions that disproportionately favor
wealthy, white households.
Third, state and local governments can also combat racial inequality in
their tax policies by doing the same: passing resolutions within their
respective state legislatures that acknowledge that systemic racism
permeates deep within American society; amending their respective tax
codes to truly be “race-neutral”; and passing legislation that ensures that
public money is raised, assessed, and spent equitably.
In 2015, Washington State was ranked as the most regressive state in
terms of its tax structure.13 In Washington, residents at the bottom 20% of
the income scale are taxed at rates up to seven times higher than residents at
the top of the income scale.14 The Washington state legislature should
analysis/blogs/stateline/2020/06/25/black-homeowners-pay-more-than-fair-share-inproperty-taxes [https://perma.cc/4BG2-RCDW].
13
CARL DAVIS ET AL., INST. ON TAX’N & ECON. POL’Y, WHO PAYS? A
DISTRIBUTIONAL ANALYSIS OF THE TAX SYSTEMS IN ALL 50 STATES 1 (Jan. 2015),
https://itep.sfo2.digitaloceanspaces.com/whopaysreport.pdf
[https://perma.cc/T5UW6ZNN].
14
Id. at 4.
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therefore raise existing taxes or apply new taxes on capital gains,15 enact
targeted state tax cuts for low-income workers and families via a roll out of
tax credits, like the adoption of a property tax rebate program, or both. 16
Under an equitable progressive tax system, the federal government and
all 50 states could help to close the economic wealth gap that President
Obama has called the “defining challenge of our time.”17 By doing so, the
government can expand financial opportunities for all races, improve the
economic mobility of all people of color, and ensure that the American
dream is not just for a select few.

II. ROADMAP
In Section III, this article will examine the background of the federal tax
system and the racially disparate impacts that the IRC has on low-income
people of color. In Section IV, this article will examine the background of
state and local taxes, specifically property and sales taxes, and review the
decisions made by several states during the late 20 th century to turn to a
more regressive tax system which disparately impacts people of color via a
tax on consumption. In Section V, this article will provide a preliminary
overview of potential solutions to our current tax systems and explore how
these solutions can help enforce our tax laws with integrity and fairness for
all. Finally, Section VI will address and defend against criticisms that some
opponents may have against an equitable progressive tax system.

III. BACKGROUND OF THE FEDERAL TAX SYSTEM
Of course, many of our tax codes were not written in any explicit
favorable way towards one race over another. One might even say that most
15

WASH. STATE BUDGET & POL’Y CTR., WASHINGTON’S TAX CODE IS AN UNTAPPED
RESOURCE
TO
ADVANCE
RACIAL
JUSTICE
12
(Oct.
2019),
https://budgetandpolicy.org/resources-tools/2019/10/2019-Brief-WA-Tax-Code-isuntapped-resource-for-racial-justice.pdf [https://perma.cc/K6MQ-RRP9].
16
Id. at 15.
17
Obama, supra note 2.
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of our tax provisions are “color-blind.” In fact, the IRS does not publish its
statistics by race.18 However, the ways in which the federal tax code was
formed, the societal norms at the time in which it was enacted, and the ways
in which it is currently being implemented date back to the Jim Crow laws
of the Deep South.19 Studies show that the recently enacted 2017 Tax Cuts
& Jobs Act (vernacularly known as the Trump Tax Cuts), which overhauled
the IRC for the first time since 1986, actually widens income and racial
disparities.20 As a result, households of color either receive fewer benefits
from federal tax breaks or, in some cases, are locked out altogether.
One of the “race-neutral” benefits that the IRS gives taxpayers is the
deduction for home mortgage interest.21 But the households who benefit the
most from such deductions tend to be wealthy white families (i.e., those
who have enjoyed years of intergenerational wealth).22 Today, Black and
Latinx households are “one-and-one-third times likelier than white
households to be in the bottom 60% of the income scale.”23 As the Center
on Budget & Policy Priorities describes it, the Trump Tax Cuts “tilt heavily
towards households at the top of the income distribution” with “white
households in the highest-earning 1% receiv[ing] 23.7% of the law’s total

18

Peter O’Dowd, ‘The Whiteness of Wealth’ Probes Why Black Americans Pay Higher
Taxes, WBUR, (May 17, 2021), https://www.wbur.org/hereandnow/2021/05/17/us-taxesdorothy-brown [https://perma.cc/6MKC-LKKW].
19
See Dean Obeidallah, Are Taxes Racist? Author Dorothy Brown on How the Tax Code
Makes the Wealth Gap Worse, SALON (May 5, 2021, 6:00 AM),
https://www.salon.com/2021/05/05/are-taxes-racist-author-dorothy-brown-on-how-thetax-code-makes-the-wealth-gap-worse/ [https://perma.cc/MS72-7XNP].
20
CHYE-CHING HUANG & RODERICK TAYLOR, CTR. ON BUDGET AND POL’Y
PRIORITIES, HOW THE FEDERAL TAX CODE CAN BETTER ADVANCE RACIAL EQUITY 1
(July 25, 2019), https://www.cbpp.org/sites/default/files/atoms/files/7-25-19tax.pdf
[https://perma.cc/BX7P-9RJV].
21
Publication 936 (2021), Home Mortgage Interest Deduction, INTERNAL REVENUE
SERV. (Jan. 5, 2022), https://www.irs.gov/publications/p936 [https://perma.cc/LD6TU42P].
22
HUANG & TAYLOR, supra note 20, at 2.
23
Id. at 1.
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tax cuts . . . .”24 In essence, income inequality in the United States does not
only mean an income disparity between high- and low-income classes, but
also a racial disparity between people of color and white people. 25
The power of the U.S. Congress to “lay and collect taxes on incomes”
stems from the ratification of the Sixteenth Amendment in 1913.26 The
original intent behind the Sixteenth Amendment was to redistribute the tax
burden from lower-income classes, like farmers and small landowners, to
higher-income classes of the time, such as the new class of railroad, oil, and
electricity tycoons that developed during the Industrial Revolution.27 In
fact, the country’s first ever income tax was so aimed at the richest level of
Americans that less than 4% of U.S. households had to pay the tax at all.28
The original intent of the Sixteenth Amendment can largely be felt in
President Biden’s latest “Billionaire Minimum Income Tax.”29 The socalled “Billionaire Tax” would apply to American households worth more
than $100 million and would require that such households pay a rate of at
least 20% of their income, as well as any unrealized gains in the value of
their liquid assets (i.e., stocks).30 The Biden Administration estimates that
the new tax would raise about $360 billion in revenue over one decade. 31

24

Id. at 3.
See generally id.
26
U.S. CONST. amend. XVI.
27
T. R. REID, A FINE MESS: A GLOBAL QUEST FOR A SIMPLER, FAIRER, AND MORE
EFFICIENT TAX SYSTEM 46 (2d ed. 2018).
28
Id.
29
See Press Release, The White House, President’s Budget Rewards Work, Not Wealth
with
New
Billionaire
Minimum
Income
Tax
(Mar.
28,
2022),
https://www.whitehouse.gov/omb/briefing-room/2022/03/28/presidents-budget-rewardswork-not-wealth-with-new-billionaire-minimum-income-tax/ [https://perma.cc/HL2WEBCF].
30
Alan Rappeport, Biden Proposes a Tax on Billionaires as He Looks to Fund His
Economic
Agenda,
N.Y.
TIMES
(Mar.
28,
2022),
https://www.nytimes.com/2022/03/28/us/politics/biden-billionaire-tax.html
[https://perma.cc/TS9N-RK8R].
31
Id.
25
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A. Racial Disparate Effects in Federal Taxes
Since the early 1980s, specifically with President Reagan’s tax cuts, the
federal tax system has become much less progressive. 32 As a result, a less
progressive tax system means greater economic inequality, and therefore,
another generation of disparate racialized outcomes.33 As Dorothy A.
Brown phrased it, “generations of lawmakers have optimized the [tax]
system for white people . . . Black people end up paying more than white
people with the same incomes.”34 Since many U.S. tax laws were originally
enacted at a time when Black people were considered second-class citizens,
it likely was “very normal and very natural” for white legislators to make
tax policy beneficial for white Americans.35
Although the federal tax system is progressive, the system still
exacerbates income and wealth inequalities across race and ethnicities.36
For instance, adjusted gross income (AGI) is income taxpayers receive from
wages, salaries, interest, and dividends (i.e., gross income), minus any
eligible claimed deductions.37 In 2018, white and Asian American
households had significantly higher AGI than Black and Latinx
households.38 Over 50% of Black households and almost 50% of Latinx
households had incomes below $50,000.39 For reference, the Federal
32

Francine J. Lipman et al., U.S. Tax Systems Need Anti-Racist Restructuring, 168 TAX
NOTES FED. 855, 857 (2020).
33
Id.
34
Ben Steverman, A Tax Code Optimized for White Wealth Leaves Black Americans
Behind,
BLOOMBERG
(Mar.
10,
2021,
2:00
AM),
https://www.bloomberg.com/news/features/2021-03-10/america-s-tax-code-leaves-blackpeople-behind-dorothy-brown [https://perma.cc/8NC4-9CQL].
35
O’Dowd, supra note 18.
36
Aravind Boddupalli & Kim Rueben, Racial Disparities and the Income Tax System,
TAX POL’Y CTR. (Jan. 30, 2020), https://apps.urban.org/features/race-and-taxes/
[https://perma.cc/Y49K-VCTB].
37
Id.
38
Id.
39
Id. (The medium incomes for Asian American and white households were $87,194
and $70,642 respectively; for Latinx and Black households, the medium income was
$51,450 and $41,361 respectively).
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Poverty Level for 2022 is $27,750 for a family of four. 40 This racial income
disparity can partly be contributed to higher rates in hiring discrimination
towards Black and Latinx people,41 disproportionately higher incarceration
rates for Black and Latinx people,42 and higher unemployment rates and
lower wages for Black and Latinx workers.43 Under the current IRC, many
tax breaks—which are often in the form of deductions, exemptions, or
exclusions—are aimed towards owning a home, obtaining a college
education, and saving for retirement, all of which are activities that are
heavily tilted towards higher-income households.44 60% of these upsidedown tax breaks go to households that are the least likely to need financial
incentives to engage in homeownership, education attainment, or retirement
savings.45

40

Dep’t of Health and Hum. Servs., Annual Update of the HHS Poverty Guidelines, 87
Fed. Reg. 3315, 3316 (Jan. 21, 2022), https://www.govinfo.gov/content/pkg/FR-2022-0121/pdf/2022-01166.pdf [https://perma.cc/HB5X-LUP2].
41
See generally Lincoln Quillian et al., Meta-Analysis of Field Experiments Shows No
Change in Racial Discrimination in Hiring Over Time, 114 PROCS. NAT’L ACAD.
SCIS. 10870 (Oct. 10, 2017), https://www.pnas.org/content/pnas/114/41/10870.full.pdf
[https://perma.cc/V2WZ-KYHB].
42
See generally Report to the United Nations on Racial Disparities in the U.S. Criminal
Justice
System,
THE
SENT’G
PROJECT
(Apr.
19,
2018),
https://www.sentencingproject.org/publications/un-report-on-racial-disparities
[https://perma.cc/AY4M-S3N3].
43
ELISE GOULD & VALERIE WILSON, ECON. POL’Y INST., BLACK WORKERS FACE TWO
OF THE MOST LETHAL PREEXISTING CONDITIONS FOR CORONAVIRUS —RACISM AND
ECONOMIC INEQUALITY 5 (June 1, 2020), https://files.epi.org/pdf/193246.pdf
[https://perma.cc/7FE5-DPVZ]; Natalie Spievack et al., Latinx Unemployment Is Highest
of All Racial and Ethic Groups for the First Time on Record, URB. INST. (May 8, 2020),
https://www.urban.org/urban-wire/latinx-unemployment-highest-all-racial-and-ethnicgroups-first-time-record [https://perma.cc/7LHA-Z4W3].
44
HUANG & TAYLOR, supra note 20, at 15.
45
Id. at 16; see also FRANK SAMMARTINO & ERIC TODER, TAX POL’Y CTR., WHAT ARE
THE
LARGEST
NONBUSINESS
TAX
EXPENDITURES
(July
17,
2019),
https://www.taxpolicycenter.org/publications/what-are-largest-nonbusiness-taxexpenditures/full [https://perma.cc/9872-62P3].
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1. Housing and Homeownership
The Federal income tax subsidizes homeownership through tax
incentives, such as the mortgage interest deduction, the deduction for state
and local property taxes, and the exclusion of realized capital gains from the
sale of a home. Homeownership continues to be an important way for
Americans to build wealth and financial mobility, but according to the U.S.
Census Bureau, Latinx and Black households are significantly less likely to
own their homes.46 Terry Gross of NPR noted that the Federal Housing
Administration (FHA), which was established in 1934, actually “furthered
the segregation efforts by refusing to insure mortgages in and near AfricanAmerican neighborhoods.”47 Moreover, the FHA provided subsidies to
home builders who were “mass-producing entire subdivisions for whites—
with the requirement that none of the homes be sold to AfricanAmericans.”48
Homeownership remains one of the principal ways in which families in
the United States build wealth.49 In 1960, 65% of white people owned
homes compared to only 38% of Black people.50 As of 2017, despite federal
legislation prohibiting discrimination in housing,51 the gap is even wider at
30 points (only 42% of Black people own homes versus 72% of white

46

See U.S. CENSUS BUREAU, HOMEOWNERSHIP RATES BY RACE AND ETHNICITY OF
HOUSEHOLDER:
2017
TO
2021
(Feb.
2,
2022),
https://www.census.gov/housing/hvs/files/currenthvspress.pdf [https://perma.cc/9NHGPLRQ]; see also Boddupalli & Rueben, supra note 36.
47
Terry Gross, A ‘Forgotten History’ of How The U.S. Government Segregated
America,
NPR,
at
5:38
(May
3,
2017,
12:47
PM),
https://www.npr.org/2017/05/03/526655831/a-forgotten-history-of-how-the-u-sgovernment-segregated-america [https://perma.cc/VDW8-ZTTA].
48
Id. at 13:45.
49
Reducing the Racial Homeownership Gap, URB. INST., https://www.urban.org/policycenters/housing-finance-policy-center/projects/reducing-racial-homeownership-gap
[https://perma.cc/CCP5-ZSPR].
50
Id.
51
Fair Housing Act, 42 U.S.C. §§ 3601–3631 (1968).
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people).52 Sadly, in the span of over 60 years, Black homeownership
increased by a mere 4% while white homeownership increased by 7%. 53
2. Higher Education
Federal tax incentives for higher education attainment include the
American Opportunity Tax Credit and the Lifetime Learning Credit. These
tax credits are aimed at increasing access to higher education and offsetting
the rising costs of education. However, statistics from the National Center
for Education Statistics have shown that these tax credits have not
significantly increased access to higher education among low-income
families of color.54 Despite higher education enrollment rates among white,
Black, and Latinx students, Black and Latinx students are still less likely to
complete an undergraduate program than white students.55 Furthermore, as
of 2020 the share of white people age 25 and over holding a bachelor’s
degree or higher was 36%.56 For Black people, the share was 22%, and for
Latinx people it was 16%.57 The racial disparity in higher education is clear
and an equitable progressive tax system should receive ongoing
amendments geared towards helping communities of color until these trends
no longer remain.

52

URB. INST., supra note 49.
Id.
54
See George B. Bulman & Caroline M. Hoxby, The Returns to the Federal Tax Credits
for Higher Education, 29 TAX POL’Y AND THE ECON. 13 (2015); see also Melissa Korn,
Tax Credits Don’t Necessarily Boost College Attendance, Research Finds, WALL ST. J.
(Apr.
8,
2015,
2:17
PM),
https://www.wsj.com/articles/BL-REB-31802
[https://perma.cc/9EGS-R44A].
55
See NAT’L CTR. FOR EDUC. STAT., U.S DEP’T OF EDUC., DIGEST OF EDUCATION
STATISTICS (2013), https://nces.ed.gov/programs/digest/d20/tables/dt20_326.10.asp
[https://perma.cc/ML47-WH3M].
56
Boddupalli & Rueben, supra note 36.
57
Id.
53
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3. Retirement Savings
Like homeownership, retirement savings are another vehicle for wealth
accumulation for many American families. The two main ways people save
for retirement are through employer-sponsored plans, such as 401(k)s, and
individual retirement accounts (IRAs). 58 Both 401(k)s and IRAs receive
preferential tax treatment to encourage employers to provide retirement
benefits.59 Consequently, people who have sufficient income to contribute
to such retirement plans (typically high-income taxpayers) can accumulate
greater savings and therefore obtain greater value from their assets over
time.60 In other words, “the rich have gotten richer” as participation in
retirement savings plans is highly unequal across income groups.61 Workers
who have access under their employer to a retirement savings plan are
fifteen times more likely to save for retirement.62 However, more than fifty
million workers in the United States are without access to a retirement
savings plan through their employers.63 As one might guess, Black, Asian
American, and Latinx workers are less likely than white workers to have an
employer-sponsored retirement plan.64 For private sector workers between
ages eighteen and sixty-four, 57% of white workers were covered by their

58

MONIQUE MORRISSEY, ECON. POL’Y INST., THE STATE OF AMERICAN RETIREMENT 2
(Mar.
6,
2016),
https://files.epi.org/2016/state-of-american-retirement-final.pdf
[https://perma.cc/W3CA-3HR8].
59
Id.
60
Id.
61
Id. at 5.
62
John Waggoner, Voters Overwhelmingly Support Workplace Retirement Savings
Plans, AARP (Oct. 20, 2021), https://www.aarp.org/retirement/planning-forretirement/info-2021/poll-results-workplace-savings-plans.html [https://perma.cc/Q7TTLGJ6].
63
Id.
64
CATHERINE HARVEY, AARP PUBLIC POL’Y INST., ACCESS TO WORKPLACE
RETIREMENT
PLANS
BY
RACE
AND
ETHNICITY
1
(Feb.
2017),
https://www.aarp.org/content/dam/aarp/ppi/201701/Retirement%20Access%20Race%20Ethnicity.pdf [https://perma.cc/9GYN-RR7Z].
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employer.65 In contrast, only 50% of Black workers, 48% of Asian
American workers, and 34% of Latinx workers were covered. 66
Similarly, according to one study sponsored by the Federal Reserve
Board, compared to 60% of white families, only 34% of Black families and
30% of Latinx families have retirement savings accounts.67 Through tax
deductions and exclusions, most of the large tax subsidies for retirement
savings benefit the already wealthy, who tend to disproportionally be white
households.68 In fact, as of 2021, the wealthiest 10% of Americans owned
89% of all U.S. stocks held by households.69 Most retirement savings plans,
such as the 401(k), are composed of stocks, bonds, and other money market
investments.70 Between March 2020—when the stock market dropped to
record lows due to the COVID-19 pandemic—and October 2021, the stock
market nearly doubled and gained more than $6.5 trillion for those in the
top 1%.71 The stock market, like our current tax system, is one of the many
drivers of racial wealth inequality in the United States. 72 Low-income
households are less likely to have access to retirement savings plans and are

65

Id.
Id.
67
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therefore less likely to participate, and enjoy, in the benefits that highincome households receive.73

IV. BACKGROUND OF STATE & LOCAL TAXES
A. The Property Tax
Virtually every state tax system is fundamentally unfair, taking greater
shares of income from low- and middle-income families than from wealthy
families.74 Tax policies instituted at both state and local levels of
government interact with systemic racism in more ways than one.75 For
instance, property taxes serve as an important revenue source for public
schools, hospitals, parks, libraries, transportation, utilities, and police and
fire departments.76 In Washington, property taxes account for about 30% of
total state and local taxes.77 For the average local government, property tax
receipts comprise 56% of general revenue.78 However, according to
economists at Indiana University and the University of California,
Berkeley, Black and Latinx residents face a 10–13% higher tax burden for
the same bundle of public services than white residents. 79 In almost every
state, this “racial assessment gap,” or the disproportionate fiscal property
tax burden on minority populations, was higher in areas with more Black
and Latinx residents.80 Unsurprisingly, as a result of this “racial assessment
73
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gap,” Black and Latinx communities tend to pay more in taxes in relation to
their homes’ values.81 This practice has roots in the Jim Crow South, where
white tax assessors used property taxes to punish Black homeowners,
especially those who boycotted white businesses or hosted civil rights
meetings.82
The history of state and local taxation in the United States stems back to
colonial-era Virginia, where our nation’s very first settlement, Jamestown,
levied a poll tax (also known as a head tax) on all “free men regardless of
occupation or the amount of property” held.83 Massachusetts was the first
colony to impose a direct tax on estate property in 1634. 84 In 1643,
colonists later supplemented the property tax with a “faculty tax,” which
has been called “the ancestor of the modern income tax,”85 as it levied a
“fixed rate to the estimated earnings of all members of a particular
profession.”86 Nearly two hundred years later, around 1820, several states
began implementing a “general property tax.”87 By 1870, the general
property tax was prominent in all but six states—Connecticut, Delaware,
Maryland, Massachusetts, New Jersey, and Pennsylvania—who relied
instead on tax revenue from “specialized corporate or license taxes.”88 By
the turn of the 20th century, many states began turning towards non-general
property taxes, such as state income taxes and excise taxes on fuel, liquor,
and cigarettes.89 In 1902, approximately one-third of states derived more
than half of their total tax revenues from non-general property taxes.90
81
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B. The Retail Sales Taxes
In the early 1930s, the onset of the Great Depression led to a significant
decline in corporate income and property tax receipts, requiring many states
to scramble for a new tax source to finance their expenditures.91 Thus, many
states opted for a retail sales tax as the solution.92 Critics of the retail sales
tax argued its repressiveness,93 as a disproportionate share of the tax is
imposed on lower-income groups as lower-income households spend a
greater share of their income on consumables than higher-income
households.94 The retail sales tax proved successful for Mississippi, who
pioneered this tax in 1932.95 By 1938, twenty-one states had adopted a sales
tax.96 Today, only five states—Alaska, Delaware, Montana, New
Hampshire, and Oregon—have opted not to adopt a sales tax.97 Across the
forty-five states that do impose a sales tax, sales tax revenue made up, on
average, 34% of all state tax revenues in 2015.98 In Washington, as of 2022,
the state sales tax is 6.5% on all retail sales.99 However, cities, towns, and
counties may impose additional local sales taxes. 100 For example, in Seattle,
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the current local sales tax is 3.75%.101 Combining Washington State’s and
Seattle’s sales taxes, the total state and local sales tax in Seattle,
Washington comes out to 10.25%. In 2020, the average combined state and
local sales tax rate in Washington State was 9.21%, ranking Washington as
the fourth highest state in terms of state and local sales tax rates. 102 In 2018,
with the exception of Nevada, Washington relied on general sales tax
revenue more than any other state.103 Notably, both Washington and
Nevada are two of nine states that do not levy a state income tax.104
C. Disparate Racial Effects
With this historical tax background in mind, it is important not to lose
focus on the ways property and sales taxes greatly exacerbate racial
inequality. Inherent in these two regressive taxes is “an overall unfairness”
and “inequality among income-earning tiers.”105 According to Professors
Palma Joy Strand and Nicholas A. Mirkay, this inequality is due, in part, “to
a historical shift from taxes on wealth (most progressive) first to a tax on
income (less progressive) and more recently to taxes on consumption (least
progressive; most regressive).”106
101
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According to the Institute on Taxation and Economic Policy, sales taxes
“are the most significant drivers of racial inequity in state and local tax
codes.”107 This inequity is attributable, in part, to the historical shift from
taxes on wealth to taxes on consumption.108 Many state sales taxes were
implemented in the first half of the 20 th century, a period when many
Americans, particularly Black Americans, were barred from voting. 109
Since the 1970s, this racial economic inequality has only exacerbated, as
most states doubled their sales tax with little change to the top income tax
rate.110 Therefore, state and local governments with heavy reliance on sales
taxes disproportionately burden low-income households, who tend to spend
more of their income on consumables, as nearly every state and local
government collect more taxes from low-income families than from highincome families relative to their incomes.111 Wealthier white families, on
the other hand, tend to spend less of their income on consumables since
they enjoy systemic advantages (i.e., favorable tax deductions and lower
property tax burdens) that have positioned them to build their generational
wealth by investing their income into retirement savings and investment
accounts, which are only taxed after a lengthy delay, if at all. 112
1. Disparate Racial Effects in Retail Sales Taxes
“[H]eavy reliance on sales and excise taxes are characteristics of
the most regressive state tax systems.”113
A 2015 analysis of the tax systems in all fifty states found: (1) virtually
every state tax system is fundamentally unfair, taking a greater share of
income from low- and middle-income families than from wealthy
107
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families;114 (2) the lower one’s income, the higher their overall effective
state and local tax rate;115 (3) in the 10 states with the most regressive tax
structures, the bottom 20% pay up to seven times as much of their incomes
in taxes as their wealthy counterparts;116 and finally, (4) heavy reliance on
sales and excise taxes is characteristic of the most regressive state tax
systems.117
Income inequality is exacerbated by state and local governments refusing
to raise income taxes, resulting in government reliance on other sources of
revenue, like increased fees for state parks, drivers’ licenses and license
plates, and tolls.118 In fact, in 2021, the Washington State Department of
Transportation relied on increasing toll fees to combat revenue shortfalls
due to the COVID-19 pandemic.119
2. Disparate Racial Effects in Property Taxes
Though less regressive than sales taxes, property taxes are also generally
regressive and are usually calculated via a fixed local tax rate multiplied by
the home’s assessed value.120 Property tax assessments are intended to
capture the market value of a particular property, which is usually used to
114
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determine how much the property would sell for.121 However, the ways in
which these property taxes are assessed are not as “color-blind” as one
might expect.122 For years, local officials have overvalued the lowest-priced
homes relative to the highest-priced homes nationwide, from cities like St.
Louis to New York City.123 These inequities in property tax assessments
are, in effect, racist; studies performed since the 1970s have routinely
concluded that property tax systems favor those who are “better off.”124 One
2020 study from the University of Chicago, which examined over 2,600
U.S. counties (accounting for 99% of the U.S. population), came to the
same conclusion.125 More than nine out of every ten U.S. counties reflected
“textbook example[s] of institutional racism.”126
This property tax racial inequity is rooted in American history, stemming
from the practice of redlining.127 The refusal of many banks to issue loans
to Black communities resulted in Black people owning a disproportionate
share of lower-valued homes.128 The racial issues do not end in property tax
assessment, but also extend to private home appraisals. 129 In 2021, a Black
couple in San Francisco saw the appraisal of their home increase by
$500,000 after they took down photos of themselves in the house and had a
white friend pose on their behalf during the appraiser’s visit.130 Similarly, in
121
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Indianapolis, a Black homeowner in a historic Black neighborhood received
an appraisal for $125,000; but, after receiving an independent market
analysis, which estimated her home at $187,000, the homeowner tried
again, this time leaving her race and gender off the application and having
one of her white friends stand in during the appraisal. 131 The outcome? The
Black homeowner received a $259,000 appraisal—more than double her
original appraisal.132

V. A CALL FOR EQUITABLE & PROGRESSIVE TAX CODES
Taxes pay for many public services that we take for granted, and they
also serve as powerful instruments for shaping taxpayer behavior.133 For
instance, a tax on cigarettes serves to discourage people from smoking.134
Conversely, a tax credit for charitable contributions serves to encourage
people to donate to charities.135 To a white outsider, the current tax systems
in the United States have this particular message: come here and you too
can buy a home, save taxes on your mortgage, generate intergenerational
wealth for your family, get a college education, save for retirement, and
ultimately create a better life for your posterity. However, to an outsider of
color, the current tax system has quite the opposite message. For a person
of color, affordability of real estate is more questionable, a college
education is less attainable, and retirement savings are more difficult to
accumulate.
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Fortunately, there are ways in which society can combat this racial
inequality in tax policy. First, Congress must acknowledge the existence of
systemic racism. As of November 5, 2021, there are already two proposed
House and Senate resolutions declaring racism a public health crisis.136
However, neither bill has made it out of committee.137 While these bills
remain in committee, they can be amended to include references to federal
tax policy. Though acknowledgement of systemic racism will not cure the
problems embedded in federal tax policy, acknowledgement is the first step
in solving the problem.
Second, Congress should amend the IRC to be more equitable and
progressive. While the federal tax system is generally progressive as a
whole, it collects less revenue as a share of the economy than most tax
systems of other comparable countries.138 For example, in France, a country
which generates 45.5% of its total wealth from taxation, taxation is
considered an element of “social cohesion,” requiring high-income
households and businesses to put “fairness before profit and public service
before business” to fund an expansive list of government services like
universal healthcare and free higher education.139 A highly progressive tax
system will do relatively little to reduce inequality if it raises relatively little
revenue.140 The federal tax system would therefore do better to help reduce
income and racial inequality by raising more revenue via greater “tax hikes”
on higher-income classes.
A. Increase Taxes on the Rich
Congress can help reduce income and racial inequality by either raising
existing taxes or applying new taxation mechanisms on higher-income

136
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classes through a wealth tax.141 During the 2020 U.S. Presidential Race,
then-candidate U.S. Senator Elizabeth Warren proposed a wealth tax plan
on the top 0.1% of households—those with a net worth of $50 million or
more.142 The increased revenue from higher-income classes would then
have been used to fund investments that advance racial equity,143 such as
increasing healthcare facilities in communities of color, creating affordable
housing for middle-class families, providing free college tuition for all, and
expanding transportation infrastructure for people of color. The outcome of
Senator Warren’s proposed wealth tax would have brought in a 10-year
total revenue of $3.75 trillion.144 To put this into perspective, the estimated
10-year total to provide free tuition at all public colleges and universities is
approximately $790 billion.145 Such investments can potentially erase the
current racial barriers that prohibit households of color from climbing the
economic mobility ladder.146
On March 28, 2022, Senator Warren’s “wealth tax” somewhat came to
fruition through President Biden’s latest “Billionaire Minimum Income
Tax” proposal.147 In 2021 alone, more than 700 billionaires saw their
combined wealth increase by $1 trillion.148 Yet these billionaires paid just
8% of their total realized and unrealized income in taxes. 149 President
Biden’s “Billionaire Tax” is intended to make the federal tax code “fairer
141
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and reduce the deficit by about $360 billion in just the next decade.”150
Furthermore, the tax would ensure that the wealthiest Americans pay a tax
rate of at least 20% on their full income, including unrealized appreciations
(i.e., stocks).151 The tax would apply only to the top 0.01% of American
households (i.e., those with a net worth over $100 million) and over half of
the $360 billion revenue will come from households worth more than $1
billion.152 In effect, the “Billionaire Tax” acts as a “prepayment” of tax
obligations that these households will owe when they later realize their
gains.153 Essentially, President Biden’s proposal attempts to reverse major
components of the Trump Tax Cuts enacted in 2017.154
President Biden’s proposal also seeks to increase the top individual
income tax rate from 37% to 39.6% and the corporate tax rate from 21% to
28%.155 These increases were successfully signed into law on August 16,
2022, when President Biden signed the Inflation Reduction Act (IRA). 156
The total revenue from the passage of the IRA is expected to exceed $700
billion over the next decade.157 Under President Biden’s legislation, large
corporations will face, at a minimum, a 15% corporate tax. Furthermore,
filers with an adjusted gross income equal to or exceeding $400,000 will
similarly experience a higher tax burden, thus allowing for the possibility to
reduce the tax burden imposed on lower-income levels.158
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B. Increase Tax Credits for Low-Income Households
Another way the federal tax code can help reduce racial income
inequality is by (1) expanding tax credits aimed toward helping households
of color succeed in the economy and (2) removing any current tax
expenditures that often favor higher-income households. Currently, the
majority of the tax breaks in the IRC benefit households that are least likely
to need financial incentives to engage in economic opportunities like
homeownership, education attainment, or retirement savings. 159 Congress
should therefore amend the IRC to include tax breaks that have an equitable
impact across all income levels. There are two notable tax credits which
currently advance racial equity—the Earned Income Tax Credit (EITC) and
the Child Tax Credit (CTC).160 Both of these tax credits directly boost
incomes for low- and middle-income working families.161 Studies show that
increasing EITC benefits often leads to lower child poverty rates, 162
improved health outcomes from birth,163 and higher college entry rates.164
Such increased EITC benefits should extend to all racial and ethnic
groups.165 President Biden’s proposed budget for 2023 already includes
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maintaining the EITC and the CTC, 166 but more can be done to increase the
amounts given to lower-income families.
On the other hand, one particular tax break would do well to advance
racial equity if it were completely removed from the IRC—the mortgage
interest deduction. As previously stated, the mortgage interest deduction is
“heavily tilted toward filers with higher incomes.”167 Mainly, the deduction
does not increase homeownership among those who cannot afford it;
instead, it encourages already existing homeowners to buy larger and more
expensive homes (another example of “the rich getting richer”).168 Nothing
in President Biden’s proposed budget for 2023 has indicated a removal of
such deduction.169
A variety of other changes would reduce the bias toward higher-income
households
incentives.

170

by
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For instance, Congress can provide an up-front tax credit for

first-time homebuyers (such tax credits were previously offered in 2008–
2009 and were again introduced in 2021).171 If Congress can amend the IRC
to remove such “upside-down” tax breaks, the new equitable, more
progressive IRC will grant people of color the opportunity to obtain
homeownership, an education, and a pathway to save for retirement.
166
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C. Amend Washington State’s Tax Code
Washington is ranked as one of the most regressive states in terms of its
tax structure with the bottom 20% of residents paying up to seven times as
much of their incomes in taxes in comparison to their wealthy
counterparts.172 Similar to the call for Congress to amend the federal tax
code, the Washington state legislature should follow suit and raise taxes on
higher-income groups. The legislature can do so via a capital gains tax.173
1. Maintain or Increase the Capital Gains Tax
On April 25, 2021, the Washington legislature passed Senate Bill 5096,
which imposes a 7% tax on capital gains of more than $250,000. 174
According to State Representative Noel Frame, the intent of the bill is for
“the wealthy to pay their fair share.”175 Beginning in 2023, the law is
expected to raise $550 million annually, and the bill exempts a wide range
of assets from taxation (like retirement accounts, real estate, livestock,
timber, and certain agricultural lands).176 Of course, the law is not without
opposition. Within days of the bill’s passage, a lawsuit was filed against the
State, alleging that the law imposes an income tax, and thus violates the
state constitution, specifically Article VII, Section 1 of the Washington
constitution, which requires all taxes to be “uniform upon the same class of
property.177 On March 2, 2022, Douglas County Superior Court Judge Brian
Huber agreed and overturned the capital gains tax on the basis that the tax
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violated Article VII, Section 1 of the Washington constitution.178
Washington Attorney General Bob Ferguson announced that his office
would appeal to the Washington Supreme Court as “[t]here’s a great deal at
stake in this case, including funding for early learning, child care programs,
and school construction.”179 Similarly, President Biden’s proposed
imposition of taxes on unrealized capital gains could also face legal
challenges from opponents as it is unknown whether taxes on unrealized
capital gains are different from income taxes allowed by the Sixteenth
Amendment.180 Attorney General Ferguson’s appeal is pending before the
Washington Supreme Court, and oral arguments before the Court are
expected in January 2023.181 Proponents of the tax say that it is not an
income tax, but instead a “sales tax that only is collected when a sufficient
amount of stock is sold.”182
Additionally, following the November 2021 General Election in
Washington State, state Advisory Vote No. 37—which concerns the new
capital gains tax—was rejected by over 60% of Washington voters. 183 Note,
178
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however, that advisory votes are nonbinding in Washington.184 This public
sentiment may be indicative of either the public’s strong opposition to tax
increases on the rich or its ignorance of the true intent of the tax (or both).
Ultimately, a capital gains tax would impact the wealthiest in Washington
State, the top 1%, with little to no impact on low- and middle-income
families.185 Like the increased revenue from higher federal taxation on
high-income groups, the increased revenue from Washington’s capital gains
tax would be used to provide more resources for schools, early learning
programs, and other investments that could create greater opportunities for
people of color.186
2. Increase Tax Credits for Low-Income Workers and Families
As

previously

stated,

Washington’s

property

and

disproportionally impact low-income workers and families.

sales
187

taxes

The state

legislature can help reduce this disparate impact by increasing the state’s
version of the federal EITC—the Working Families Tax Credit—and by
establishing a property tax rebate program for low-income homeowners and
renters of color.188
One of the main purposes of the federal EITC is to provide financial
support to low-income working families via a refundable tax credit, which
thereby reduces their respective tax burdens.189 Since the 1990s, the purpose
of the credit has expanded to include poverty reduction for welfare
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recipients.190 To qualify for the EITC, one must show proof of “earned
income” (typically one’s wages or salary), but not social security or
unemployment benefits.191 For tax year 2021, the maximum AGI and credit
amount one can claim is as follows:

Children or
Relatives
Claimed

Maximum AGI
(filing as Single, Head of
Household, Widowed or
Married Filing Separately)

Maximum
AGI
(filing as
Married Filing
Jointly)

Zero

$21,430

$27,380

One

$42,158

$48,108

Two

$47,915

$53,865

$51,464

$57,414

Three or
more

190

Id.
Earned Income and Earned Income Tax Credit (EITC) Tables, INTERNAL REVENUE
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Maximum Credit Amounts
The maximum amount of credit you can claim
• No qualifying children: $1,502
• One qualifying child: $3,618
• Two qualifying children: $5,980
• Three or more qualifying children: $6,728192
As of 2021, twenty-eight states plus the District of Columbia have
enacted their own versions of the federal EITC.193 Washington State will
join this list in 2023 when the Working Families Tax Credit program takes
effect.194 To qualify for Washington’s Working Families Tax Credit, one
must file a federal tax return, meet the requirements for the federal EITC,
be at least twenty-five and under sixty-five years of age or have a qualifying
child, and have lived in Washington for more than 180 days.195 The State
will calculate the tax credit as a percentage of income and the amount will
vary depending on the number of qualifying children (a $300 maximum
credit for zero qualifying children to $1,200 for three or more qualifying
children).196 The program will help an estimated 420,000 Washingtonians,
or approximately 5.5% of the total state population.197 If Washington State
expanded the tax credit benefits at greater amounts, the state could greatly
increase economic security for low-income workers of color and potentially

192
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“expand the reach” of the tax credit to immigrant workers, family care
providers, and younger workers who are often left on the margins of
society.198
Another solution to reverse the systemic racial effects that Washington’s
tax code has on Washingtonians is to create a property tax rebate program
for low-income homeowners, especially homeowners of color. In 2017, the
Washington State Budget & Policy Center proposed a “safeguard rebate”
program, which would reduce property tax payments that exceed a certain
portion of a household’s annual income.199 The safeguard rebate would be
available to both homeowners and renters with annual household incomes
below $75,000.200 The purpose of the “safeguard rebate” would be to
protect taxpayers from property tax “overload.”201 The maximum rebate,
however, would be capped at $1,500.202 According to the Institute on
Taxation and Economic Policy, for low-income Washingtonians who make
less than $25,000, this type of rebate would offset the property tax by
4.6%.203 As of 2018, thirty-one other states and the District of Colombia
have adopted similar “circuit breaker” programs.204 But most programs
from other states only offer assistance to seniors or people with disabilities,
or both.205 Additionally, every state limits the dollar amount that can be
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claimed; the limits range from as low as $50 per exemption in Hawaii to as
high as $8,000 in Vermont.206

VI. DEFENSES TO CRITICISMS
Like critical race theory, critical tax theory is a target of critics and
extreme partisans who will do everything they can to combat it.207
According to one Pew Research Center survey, 59% of Americans are
“bothered a lot” by the feeling that wealthy people do not pay their fair
share in taxes.208 However, examining these statistics by political party,
Democrats and Democratic-leaning independents (76%) are far more likely
to say they are “bothered a lot” than Republicans and Republican-leaning
independents (38%).209 In fact, Republican leaders in Washington, D.C.,
have already announced that if congressional Democrats raise taxes on
corporations and top income earners, they will cut those taxes back when
they regain power.210 As the global economy continues to battle the
COVID-19 pandemic and its related supply chain crises, Republican leaders
believe it is the wrong time to raise taxes. “Why would you impose a
massive tax on the very American businesses [that] you want to rehire
workers?” said Representative Kevin Brady (R-Texas), who sits on the

206
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House’s Ways and Means Committee and was a strong proponent of the
Trump Tax Cuts.211
However, what opponents to an equitable, progressive tax code miss is
that America is not overtaxed. Americans are actually taxed less than
residents of almost any other major developed country.212 Overall, U.S.
taxes are less than a quarter of the gross domestic product (GDP). 213
Additionally, American businesses are not generally overtaxed.214 In 2019,
corporate taxes accounted for 6.6% of all federal revenue and only 1.1% of
GDP.215 Compared to 2017, prior to the enactment of the 2017 Trump Tax
Cuts, total federal revenue went down by 9% in two years.216
Instead of raising taxes on multibillion dollar companies, some
Republican leaders would rather increase taxes on the lowest income tax
brackets.217 In February 2022, Senator Rick Scott, who is Chair of the
National Republican Senatorial Committee (i.e., the fundraising arm for
incumbent Republican senators), released an “11-point plan to rescue
America” that included a proposal for all Americans to pay some form of
income tax, even if it was a nominal amount.218 For context, roughly half of
211
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Americans in the bottom half of the income distribution do not pay federal
income taxes because they do not earn enough to have income tax
liability.219 Senator Rick Scott believes “[a]ll Americans should pay some
income tax to have skin in the game, even if a small amount.” 220 The
estimated impact for these lower-income Americans is over $1,000 for the
bottom 40% of income earners.221 The share of households facing tax
increases would vary from state to state, from a low of about 24% in
Washington State to a high of about 50% in Mississippi. 222
In evaluating President Trump’s tax plan, Republican leaders have said
that “the benefits of [the Trump] tax [cuts would] go to the middle class, not
to the highest earners,” but corporations and the wealthy have gained most
of its benefits.223 In fact, in 2018, the richest 1% received an average tax cut
of $51,000, as opposed to the $365 that the bottom 60% received. 224 On the
other hand, critics have already outlined three main talking points against
Biden’s “wealth tax.”225 The first critique is that wealth can be, and often is,
difficult to value.226 Despite accountants being able to find ways to estimate
value, business owners often have incentives to underestimate for a lower
tax burden.227 The solution for Congress would be to remove such
incentives and to enact legislation that imposes heightened oversight over
those who violate relevant tax rules. The second critique is that the wealth
219
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tax may actually be unconstitutional; specifically, the tax violates the U.S.
Constitution’s limitations on “direct taxes.”228 However, tax law experts
disagree about whether such tax would be inconsistent with the U.S.
Constitution.229 For one, as noted by Senator Ron Wyden, Chair of the
Senate’s Finance Committee, there is already a provision of the IRC that
lets some taxpayers treat unrealized capital gains as income even if they
have not sold the underlying securities.230 The last critique opponents argue
is that, practically speaking, there are too many barriers currently facing the
IRS to successfully implement President Biden’s plan.231 For instance, the
IRS is already understaffed as the agency has seen its budget shrink
drastically over the past decade.232 Congress can solve this problem by
increasing funding for the IRS, thereby relieving any budgetary constraints
on staff hiring.

VII. CONCLUSION
With the ever-increasing income inequality in the United States comes an
ever-increasing racial wealth gap between people of color and white people.
The federal tax code exacerbates such inequality through its current tax
structure that disproportionally favors wealthy and white households. We
also see such disparate effects at the state and local levels of government
228
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with racial gaps in both property tax assessments and sales taxes. Nearly
every state and local government collects more taxes from low-income
families of color than from high-income families. Because of this, people of
color continue to have lower homeownership rates, reduced wealth
accumulation, and overall fewer opportunities for economic mobility.
An equitable and progressive tax code will help remedy these impacts.
To achieve this, our elected officials must amend the IRC and applicable
state tax codes and acknowledge that our tax policies are rooted in systemic
racism. Both the federal government and states like Washington must
reduce systemic racism in tax policy by (1) raising taxes on the rich; (2)
rolling out larger tax credits for lower-income families and workers, such as
the earned income or child tax credits; and (3) removing certain deductions
that disproportionally favor wealthy and white households, like the
deduction for home mortgage interest.
The passage of the IRA, President Biden’s “tax plan,” is a step in the
right direction. First, it acknowledges that the current tax code offers
“special treatment for the types of income that wealthy people enjoy,” and it
admonishes that this special treatment, combined with sophisticated tax
planning and giant loopholes, “allows many of the wealthiest people in the
world to pay a lower tax rate on their income than many middle-class
households.”233 Second, President Biden’s tax plan reverses major parts of
the Trump Tax Cuts. For instance, it helps ensure that corporations pay
their fair share by raising the corporate tax rate to 28%.234 The plan further
acknowledges that the 2017 Trump Tax Cuts failed as the “tax breaks did
not trickle down to workers or consumers.”235 Instead, the Trump Tax Cuts
allowed “some of the most profitable corporations in the world to avoid
paying their fair share.”236 A step in the right direction, however, is not
233

Press Release, supra note 166.
Id.
235
Id.
236
Id.
234

VOLUME 21 • ISSUE 1 • 2022

123

124 SEATTLE JOURNAL FOR SOCIAL JUSTICE

enough. Future generations of Americans must do everything they can to
ensure that the IRS not only enforces its laws “with integrity and fairness to
all,” but also with integrity and fairness for all!
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